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1979 


1978 


$ 5,934,612 
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To Our Shareholders 


We are pleased to report that 1979 
was another year of growth and ex- 
pansion for your Company. Assets 
increased from $41,151,000 to 
$57,306,000, a gain of 39% and 
shareholders’ equity increased from 
$14,010,000 to $17,573,000, a gain of 
2 


Earnings before extraordinary 
items for 1979 were $797,000 or 13¢ 
per share as compared to $1,316,000 
or 24¢ per share in 1978. Our operat- 
ing strategy since 1976 has been to 
acquire assets which will increase in 
value over time rather than to make 
investments with a view to maximiz- 
ing earnings per share in the short 
term. At December 31, 1979, the 
market value of all investments 
represented by marketable securities 
(Marketable securities, Portfolio in- 
vestments and Investment in affilli- 
ated company) exceeded cost by 
$2,245,000, versus a market-to-cost 
deficit of $139,000 at the end of 1978. 
The Company’s asset growth in 1979 
was financed largely by bank debt; 
the higher level of bank indebted- 
ness together with rising interest 
rates had a dampening effect on earn- 
ings. Interest on borrowings ac- 
counted for 61 % of consolidated ex- 
penses in 1979 up from 46 % in 1978. 
Since the Company’s taxable income 
was less than its tax deductible ex- 
penses, the higher interest costs had a 
significant effect on after-tax 
earnings. 


We have been examining alternate 
methods of financing our continued 
expansion, including the raising of 
additional capital, in order to reduce 
our effective cost of funds. During 
1979, shareholders’ equity was in- 
creased through the private place- 
ment of 900,000 common shares for 
$2,025,000 in March and 41,250 con- 
vertible preference shares for 
$825,000 in December. We intend to 
continue this capital raising program 
in 1980. 


The major areas of asset growth 
were in portfolio investments and real 
estate investments. With respect to 
portfolio investments, our interest in 
Royal Trustco Limited remained un- 
changed at 5% of that company’s 
issued and outstanding shares. Our 


investment in the Provincial Bank of 
Canada was increased by 58,000 
shares in April. On October 31, the 
Provincial Bank amalgamated with 
the Bank Canadian National to form 
the National Bank of Canada, now 
Canada’s sixth largest bank, of 
which our holding amounts to 0.8 %. 
The growth in portfolio investments 
is a result of the acquisition of inter- 
ests in four real estate investment 
trusts (REIT’s) and a general insur- 
ance company in the United States. 


In late 1978, Unicorp commenced 
a program of acquiring major posi- 
tions in publicly traded U.S.-based 
REIT’s. For purposes of U.S. in- 
come tax, a REIT is a non-taxable 
publicly-owned organization (usually 
a trust) which derives at least 75% of 
its income from real estate and which 
distributes at least 95 % of its taxable 
income to its shareholders. There are 
two principal types of REIT’s: those 
which invest directly in real estate 
(equity REIT’s) and those which lend 
on the security of real estate (mort- 
gage REIT’s). Unicorp has invested 
only in equity REIT’s because we 
believe that this is the most 
economic way for us to build a diversi- 
fied portfolio of commercial proper- 
ties in the United States. We are of 
the opinion that the market value 
of the real estate owned by the 
REIT’s in which we have invested is 
greater than the value at which the 
shares of the REIT’s trade on the 
stock exchange. In addition, due to 
the fact that the REIT shares are 
publicly traded, we are acquiring an 
interest in real estate which is in a 
highly liquid form. Your Company 
is now the largest shareholder in 
four equity REIT’s. The following 
is a brief description of these REIT’s 
and their 1979 operating results: 


First Union Real Estate Equity and 
Mortgage Investments: First Union 
(7.0% owned at March 31, 1980) 
is one of the largest REIT’s in the 
United States. First Union’s real 
estate portfolio is diversified by 
type of property, geographical 
location, tenant mix and rental 
market. At December 31, 1979, 
First Union owned 13 office build- 
ings, 11 shopping centres, 50% 


interests in 3 shopping centres, 2 
high-rise metropolitan motor inns, 
a 1,200-car parking garage and a 
425-car parking facility. Total assets 
were U.S. $214 million and share- 
holders’ equity was U.S. $63 mil- 
lion. Operating cash flow, earnings 
and dividends for the year ended 
December 31, 1979 were US. 
$11,406,000, U.S. $5,385,000, and 
U.S. $6,323,000 respectively. 


GREIT Realty Trust: GREIT 
(29.4% owned at March 31, 
1980) had total assets of U.S. $33 
million and shareholders’ equity of 
U.S. $9 million at October 31, 
1979. GREIT’s properties include 
4 regional shopping centres, 5 
office buildings and 3 apartment 
properties. Operating cash flow, 
earnings and dividends for the 
year ended October 31, 1979 were 
U.S. $891,000, U.S. $624,000, and 
U.S. $399,000 respectively. 


Real Estate Investment Trust of 
America: This REIT (9.8% owned 
at March 31, 1980) is the oldest 
equity REIT in the United States. 
At November 30, 1979, its equity 
portfolio consisted of 32 prop- 
erties, including 2 regional shop- 
ping centres, 7 office buildings, 6 
conventional retail properties, 11 
light industrial properties and 6 
parcels of land under ground 
leases. Its total assets were U.S. 
$46 million and_ shareholders’ 
equity was U.S. $37 million. 
Operating cash flow, earnings and 
dividends for the year ended Noy- 
ember 30, 1979 were U.S. 
$4,228,000, U.S. $2,986,000, and 
U.S. $2,776,000 respectively. 


San Francisco Real Estate 
Investors: This REIT (8.2 % owned 
at March 31, 1980) had _ total 
assets of U.S. $48 million and 
shareholders’ equity of U.S. $27 
million at December 31, 1979. The 
trust’s equity portfolio consists of 
14 properties including 7 modern 
high-rise office buildings leased 
primarily to banks for their 
head offices, 2 garden apartment 
complexes, 3 commercial/in- 
dustrial buildings and 2 ground- 
leased parcels of land. Operating 
cash flow, earnings and dividends 


for the year ended December 31, 
1979 were U.S. $3,799,000, U.S. 
$2,203,000, and U.S. $2,290,000 
respectively. 


The other addition to portfolio 
investments is the ownership of 
211,900 shares of AVEMCO Cor- 
poration (225,000 shares or 9.0% 
owned at March 31, 1980), which 
represents the largest single share- 
holding. AVEMCO, through its sub- 
sidiaries which are licensed in all 
states, is the largest insurer of private 
aircraft in the United States and is the 
only insurance company approved for 
aviation insurance by the 220,000 
member Aircraft Owners and Pilots 
Association. 


The increase in real estate invest- 
ments during the year is primarily 
due to our interest in a development 
in Boca Raton, Florida, comprised 
of a 50% partnership interest in 135 
acres and a 40% partnership interest 
in 124 adjoining acres. The managing 
partner responsible for developing 
this land is Bramalea Limited. Zon- 
ing on the properties permits the 
construction of up to 614 dwelling 
units. Servicing has commenced and 
the first serviced lots are expected 
to be available for sale to residential 
builders in late 1980. In addition, 
through Primesite Developments, a 
partnership in which we have a 50% 
interest, we are involved in a number 
of real estate development projects, 
mostly in western Canada. The largest 
development currently under con- 
struction is a 75 acre commercial 
and industrial site in Lloydminster, 
Saskatchewan in which Primesite 
has a 50% interest. 


On October 31, 1979, the Company 
acquired approximately 60% of the 
outstanding shares of Sentinel Hold- 
ings Limited and on November 5, 
1979, we made an offer for all of the 
remaining shares of Sentinel for the 
same price per share paid for the 
majority position. Shareholders of 
Sentinel who did not accept this offer 
became shareholders of Unicorp on 
the amalgamation of Unicorp and 
Sentinel, which took place on De- 
cember 31, 1979. We wish to welcome 
the 1,250 former Sentinel share- 
holders as shareholders of Unicorp. 


On March 31, 1980, your Company 
acquired all of the outstanding shares 
of Heritage Life Assurance Company 
for a purchase price of $14 million. 
Heritage is a federally chartered life 
insurance company which is licensed 
to write life, health and pension con- 
tracts in all provinces of Canada. At 
December 31, 1979, Heritage had 
approximately $157 million of life 
insurance in force, primarily in On- 
tario. At the present time we are 
developing a new business plan with 
the management of Heritage which 
will result in a significant reduction 
in overhead expenses and capital 
investment. 


During the year, Mr. James W. 
Leech joined Unicorp in the position 
of Executive Vice-President and was 
appointed a Director to replace Mr. 
William A. Lipson. We wish to thank 
Mr. Lipson for his contribution as a 
member of our Board over the past 
few years. Mr. Albert J. Latner has 
agreed to stand for election to the 
Board at our Annual Meeting. Mr. 
Latner is President and Chief Execu- 
tive Officer of Greenwin, a major real 
estate developer and manager. 


In 1979, dividends were increased 


Senior management of Unicorp: / tor, Stephen Weintraub, Treasurer; James Leech, 


to 6¢ per share per annum payable 3¢ 
per share semi-annually. 


As we enter a new decade, high 
interest rates and uncontrollable in- 
flation remain the chief concerns of 
all businesses. Despite these economic 
uncertainties, we are confident of the 
prospects for your Company. Our 
policy of acquiring only assets which 
are projected to grow in value over 
time provides a built-in hedge against 
inflation. In addition, our organiza- 
tional structure comprising a lightly 
staffed head office means that we can 
react quickly to take advantage of 
investment opportunities in a rapidly 
changing economic environment. Ac- 
cordingly, we remain optimistic that 
Unicorp will experience continued 
growth in 1980. 


On behalf of the Board 


EEL, ey eo 
George S. Mann 


President 


Toronto, Canada 
March 31, 1980 


Executive Vice-President; George Mann, President. 


UNICORP FINANCIAL CORPORATION 


Consolidated Statement of Earnings 


Income 


Expenses 
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Earnings per share (note 13) 
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See accompanying notes to consolidated financial statements. 


for the Year ended 


December 31, 

1979 1978 
1,688,661 $ 1,051,410 
2,735,597 1583702 
56,946 15,000 
1,152,965 1,144,882 
300,443 33,161 
5,934,612 3,828,195 
355,233 388,955 
869,397 469,694 
1,906,989 547,253 
1,162,798 714,408 
189,989 96,778 
4,484,406 2,217,088 
1,450,206 1,611,067 
760,702 505,544 
689,504 1,105,523 
107,540 210,939 
797,044 1,316,462 
43,881 222,926 
840,925 $ 1,539,388 
13 24 
01 04 
14 28 


UNICORP FINANCIAL CORPORATION 


Consolidated Balance Sheet 


ASSETS 
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See accompanying notes to consolidated financial statements. 


as at December 31, 


1979 


1978 


$ 5,409,593 


$ 7,046,942 


4,610,091 2,810,515 
312,824 698,847 
27,281,481 16,100,656 
17,449,713 12,946,713 
1,791,136 1,287,488 
450,741 259,890 
$57,305,579 $41,151,051 
$16,859,058  $ 7,138,749 
2,784,823 1,033,778 
1,120,000 800,000 
8,942,397 8,780,434 
10,026,000 9,388,000 
39,732,278 27,140,961 
12,558,548 6,983,144 
5,014,753 7,026,946 
17,573,301 14,010,090 
$57,305,579 $41,151,051 


Approved on behalf of the Board 


LAWRENCE A. BRENZEL, Director 


Lori£ WAISBERG, Director 


UNICORP FINANCIAL CORPORATION 


Consolidated Statement of Retained Earnings 


for the Year ended 
December 31, 


1979 1978 
Balancesbeginnine-of yeat.ce. Sra: oe cinerea cee at te eee eee $ 7,026,946 $ 5,623,363 
IN GEC ALIN Siri ree te ey ee acy cen yc ace cha rents he etal ate Geneon ee ear ee eer 840,925 1,539,388 
7,867,871 TSS 
Deduciedividendsepaid een camene cerca vores chen cp tet Ree ee ee ett aaa ee 379,932 135,805 
: excess of purchase price over value of net assets of Sentinel Holdings 
Mimitedtacduired«(nOte 2) yg «eam sett en anne a eee 196,896 
: excess of stated value of Sentinel Holdings Limited shares exchanged 
over the value of shares issued on amalgamation (note 10(d))....... 2,276,290 — 
Balancesend iol ivear sams et cy tree Se Araneae rey ana eee ee $ 5,014,753 $ 7,026,946 


See accompanying notes to consolidated financial statements. 


Auditors’ Report 


TO THE SHAREHOLDERS OF UNICORP FINANCIAL CORPORATION 


We have examined the consolidated balance sheet of Unicorp Financial Corporation as at December 31, 
1979 and the consolidated statements of earnings, retained earnings and changes in financial position for the year 
then ended. Our examination was made in accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the 
company as at December 31, 1979 and the results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Toronto, Canada SOBERMAN ISENBAUM & COLOMBY 
February 26, 1980 Chartered Accountants 


(Except for note 17 which is as of 
March 31, 1980) 


UNICORP FINANCIAL CORPORATION 


Consolidated Statement of Changes in Financial Position 


for the Year ended 


December 31, 
1979 1978 
SOURCE OF FUNDS 
Earnings before equity in net earnings of associated companies and extra- 
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INerca como ebankeincdeDtcd Nessammney wet wee esse ere men ae nna ee eo 9,501,561 4,798,354 
UOC CEC SEILOIESa OO MCOMTMON SS Ha Te sigan tart a ern tt renee eae 2,025,000 262,428 
Ie hea scei tied CCOUMESE D2 Va lc Memmtin amare mesa hie eee ena 1,730,057 = 
SIS Ol WAG MAS SGT ALOE OD) onan Sees siekbaccaoddhosccdsucgos 1,637,349 — 
PROCecCce GOTECeIOleMLeTerenCcrshia Lesa mey ea tater er ene ee 825,000 — 

In KOal SRP V leh DUREEG ACS Ua sete be, Cae Genoa en cues oO TR I ONE ey AES 729,178 5,800,000 
Proceeds from sale of preference shares by subsidiary (note 9)............ 638,000 2,188,000 
EPOa Sep and Dic merrmemeeMtg e mer Sener yen wae Tern i shoe Mey ane dan en 600,000 oe: 
MOT ioa Secmiecely.a DICTED Ay IMElLS me emnmne eae sera ets ante tae ene 539,523 75,453 
Rea ESTA LERSO [CL mmm nmenr nea Sen cued eS Prac 8A, Sie chs boately eter ye ay amare 449,366 313,869 
Saleroteportiollenimyest inet Samet rr. aera tae cn ela eerie - 3,889,786 
Salcroumivyestinentsannotnet com Palics waa munis eee Me on ee enter: oe 1,430,872 
INCE GE MEWAITES TiN, ONSEN ayaa MEMBTINES Sc ao cs ausacBleocnecooccasuend 8,281 == 
$19,562,808 $19,961,063 
USE OF FUNDS 
PNGCHUTOM SE OLDOLUC GPM Vesti Chis ame m corneas tate ere tan ere tetera ie $11,180,825 $ 3,670,584 
PACILIONSECONTed PeStalenLaVes Men Sm memicrtcrr dale jaa nie stern te ee 5,133,190 7,457,625 
INCCMISIiOneO mM SenuNemEOldIngs Limited siatTeS are erie tore ee ees 856,202 =F 
NOI ga Sc phincipalMnepaVIMen (Sa eerie. soe Seca aie eee ee cee 567,215 191,976 
iirercasesmloalisrandsaccouiitsirecely able jmnanricrerinanir ta eri ee ane 451,420 1,083,785 
IVIL Seiya C aenetePen setae Sees tee cee, Gyre arene or au leo a oa ore oe 379,932 135,805 
ACOMmMOnSILOMIyestmentdi Other COMPAanies,nerci cma. = elie acne crea 352,227 a 
IRepAVmIChtrOl OA tSEDa yal DIC semen wma tome ote tice fete’: scretencteksReleracca un eaters tae 280,000 as 
DE POsitSaOUpla nds pUrChases= meter emtny eytene uo Netra aie ices costar ever 208,297 a 
VMOLleagestra em Dack@onisa lei teal restate were serials estte ce errr veiere eit 153,500 199,300 
Rurcnascvol matkeltablersecuritics (MEL) sagenee eel cies ite ciiecier ureter ane = 5,308,312 
Redemption of preference shares by subsidiary (note 9)°2.n 4. oe ee ee — 1,800,000 
INCicuian SectinsOthemassetsra dalla DINUICS say rmnateraienrcatet tent tier seen ite — 113,676 
$19,562,808 $19,961,063 


See accompanying notes to consolidated financial statements. 


UNICORP FINANCIAL CORPORATION 


Notes to Consolidated Financial Statements 


December 31, 1979 


1. Summary of significant accounting policies 


(a) 


Consolidation 
The consolidated financial statements include: 
(i) the accounts of the Company and its subsidiaries; 


(ii) the accounts of unincorporated co-tenancies and partnerships in which the Company participates, 
to the extent of the Company’s interest in their respective assets, liabilities, revenues and expenses ; 


(iii) the investment in Great Northern Financial Corporation, an associated company, accounted for 
on the equity basis. 


(b) Depreciation 


(c) 


(d) 


The Company records depreciation on its fixed assets as follows: 


Office complex ~ 2°% straight line method 

Buildings - 5% sinking fund method to fully 
depreciate buildings over a 25 year period 

Furniture and fixtures —- 20% declining balance 

Automobiles - 30% declining balance 


Leasehold improvements straight line over a 15 year period 


Income taxes 


Income taxes on net earnings are not exigible, primarily because a large portion of the Company’s 
income consists of dividends and deemed dividends from taxable Canadian corporations. 


The Company and its subsidiaries are subject to income taxes on an individual, rather than 
consolidated basis. The Companies have losses carried forward for federal income tax purposes aggre- 
gating approximately $1,436,400 which are available for the reduction of future years’ taxable incomes. 
These losses expire as follows: 


[OS Lee oat ee eee ea $ 280,400 
Ne PR raids Cater es aecs hate: A 114,700 
|e earned RAO AE Gee AGS 251,300 
Me ToSt Sea taco oprah taranre auc airmen Sc 790,000 

$1,436,400 


In addition, the Company has net capital losses available for the reduction of future years’ capital gains 
amounting to, approximately, $8,600,000 at December 31, 1979. 


Future income tax recoveries on the non-capital and capital losses available have not been recognized 
in the accounts. 


Translation of foreign currencies 


Accounts maintained in United States dollars have been translated into Canadian funds on the follow- 
ing basis: cash and current liabilities at the rate of exchange in effect at the year end, marketable 
securities and real estate at the rate at the time of acquisition or disposal, and income and expenses at 
the average rate for the year. The resulting exchange gains or losses are included in the consolidated 
statement of earnings. 


UNICORP FINANCIAL CORPORATION 


Notes to Consolidated Financial Statements (cont’d) 


(e) Property held for future development 


Real estate investments include several properties which are held for future development. These 
properties are valued at cost plus certain maintenance, carrying and development costs. 


2. Sentinel Holdings Limited 
(a) Acquisition 
On October 30, 1979, the Company acquired 42,271 Class A shares and 2,659,238 Class B shares of 
Sentinel Holdings Limited for an aggregate cost of $660,236. 


Following the closing, the Company made an offer, to the remaining shareholders of Sentinel Holdings 
Limited, of $1.15 per Class A share and $0.23 per Class B share. Pursuant to the offer, the Company 
acquired 932 Class A shares and 224,738 Class B shares for an aggregate cost of $52,762. 


(b) Amalgamation 


On December 31, 1979, Articles of Amalgamation continuing Unicorp Financial Corporation and 
Sentinel Holdings Limited under the name of Unicorp Financial Corporation were filed and a 
Certificate of Amalgamation obtained. Under the amalgamation agreement: 


(i) the outstanding 41,250 Convertible Preference Shares, Series A, of Unicorp were converted into 
Convertible Preference Shares, Series A on a one for one basis; 


(ii) the 3,166,103 Class A Shares and the 3,166,103 Class B Shares of Unicorp were converted into 
Class A and Class B Shares on a one for one basis; 


(iii) the 43,203 Class A and 2,883,976 Class B shares of Sentinel owned by Unicorp were cancelled; 


(iv) the remaining 1,488 Class A shares of Sentinel were converted into 310 Class A and 310 Class B 
Shares of Unicorp; and 


(v) the remaining 1,945,228 Class B shares of Sentinel were converted into 81,051 Class A and 81,051 
Class B Shares of Unicorp. 


(c) The following net assets were acquired in this transaction: 


PXSSELSHACCUIT CC am eemnre: alan teh tira. e-eruc a cbs hy crsuctieae te eecnoe eae ee or aeas Enea nan tek ance $1,348,156 
Pra Dili les assumed erree ne Be eas Sern area aera Pee ic eine Ieee 239,736 
INGtEASSCLSRACCUITEC ered trite estes Matte ce hone erate crnets oan nerceue ree 1,108,420 
Excess of purchase price over net assets acquired, charged to retained earnings 196,896 
hOtale purchases price waerses er. Stsere ceo Nee tats crabe fe ate teva tome vere $1,305,316 
Consideration 

Gash (ine UdingecOstsxOl ACQUISITION) ser nmyer tyne trek neato eae eee eee $ 856,202 

Tssuicsoles LeoOlt Glass ATS Mares ae acc ese ea iin ee ter oneness 224.557 

ISHS LETS MOVES ARYAN TENG) igs Gi gen eo oes bby me bors dO Bic 224,557 


$1,305,316 


3. Marketable securities 


Cost Market 
O57 9 eee STR ean ak cay Tanta nets $5,409,593 $4,810,741 
LO] Beer Cure ib enema cysts tea, see $7,046,942 $7,468,933 
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4. Mortgages receivable 


The mortgages receivable represent first and second mortgages bearing interest at 10!14% to 1214%, and 
maturing in various years from 1980 to 1984. 


Portfolio investments — at cost _ 1979 1978 
Number of Number of 
Shares Amount Shares Amount 

Royall [rustcosbamitede nsec eee 801,712 $11,235,091 197912 $11,181,076 
First Union Real Estate Equity and Mortgage 

IN VESEIMEN TS rere eee ones eee ee ee 249,630 4,512,721 100 1,285 
Real Estate Investment Trust of America..... 159,700 3,194,207 84,800 [Levey ale 
San Francisco Real Estate Investors.......... 114,600 2,422,064 72,800 1,410,256 
GREUsRealtyalristace rt: tn ee es 230,219 2,027,018 98,700 T335250 
ANE MCOtCorporation aes rer 211,900 1,924,289 — — 
NationaliBanksou Canadascsn tyne er ee 152,234 1,966,092 98,034 1,248,995 

$27,281,482 $16,100,655 

Marketavaliiesen ese craton rete ee ee $30,356,058 $16,113,815 


Real estate investments 


Real estate investments are stated at cost less accumulated depreciation of $496,574 at December 31, 1979 
and $321,897 at December 31, 1978. 


Investment in associated company — equity basis 


1979 1978 
Percent 
Interest Number 
in Common of Book Book 
Shares Shares Value Value 
Great Northern Financial Corporation.......... 37 600,000 $1,791,136 $1,287,489 


Market valuei. te eee ee ee eee $1,560,000 NS TALS Rawls) 


The Company has granted an option to a company controlled by a senior officer of Great Northern 
Financial Corporation to purchase up to 150,000 shares of Great Northern Financial Corporation owned by 
the Company at a price of $2.00 per share prior to December 31, 1980 and thereafter at $2.25 per share prior 
to December 31, 1981 after which time the option expires. 


Mortgages payable 


Mortgages on real estate investments bear interest at rates varying from 87% %tol5 % and mature in various 
years from 1980 to 2003. 


Minority interest 


(a) In October, 1977 the Company’s wholly-owned subsidiary, Canadian Jamieson Developments Limited, 
sold $9,000,000 of its preference shares to a Canadian chartered bank. These preference shares are 
redeemable no later than May 15, 1982 and pay a cumulative dividend at a rate of 134 % plus one-half 
the prime lending rate of the bank up to February 15, 1980 which then increases to 114% plus one-half 
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(b) 


the prime rate of the bank until May 15, 1982. To date $1,800,000 of these preference shares have been 
redeemed. In certain circumstances the bank can require the Company to purchase the preference 
shares. To secure its obligations to the bank, the Company has pledged 797,912 shares of Royal 
Trustco Limited. 


In 1978 and 1979 Canadian Jamieson Developments Limited sold $2,826,000 of its preference shares to 
a trust company. These preference shares are redeemable no later than May 15, 1983 and pay a cumu- 
lative dividend at a rate of 114% plus one-half the prime lending rate of a Canadian chartered bank. In 
certain circumstances the trust company can require the Company to purchase the preference shares. 
To secure its obligations to the trust company, the Company has pledged 152,195 shares of The 
National Bank of Canada as well as certain of its other marketable securities. 


10. Capital stock 


(a) 


(b) 


Authorized 


1,000,000 Preference shares, with a par value of $20 each issu- 
able in series of which 75,000 have been designated as 
Convertible Preference Shares, Series A 


30,000,000 Class A Shares without par value 
20,000,000 Class B Shares without par value 
100 Common Shares without par value 


Issued 1979 1978 

41,250 Convertible Preference Shares, Series A............. $ 825,000 $ — 

Se AAA a SSsA SAT CS eur eten aiaics vacate meer ene een ee was 5,866,774 — 

OV A OGG LASSI SUATES tet nae ie eet eet aed Lie on nisionens 5,866,774 — 
-- @onimorns hares yaen a ho ee ei ec ae — 6,983,144 


$12,558,548 $6,983,144 


By Articles of Amendment dated June 22, 1979, the Company 


(i) Changed its 6,332,206 issued Common Shares without par value into 3,166,103 Class A Shares 
without par value and 3,166,103 Class B Shares without par value on the basis of one Class A Share 
and one Class B Share for each two issued Common Shares; 


(ii) decreased its authorized capital by cancelling 7,063,094 unissued Common Shares; 


(iii) increased its authorized capital by creating an additional 26,833,897 Class A Shares and 
16,833,897 Class B Shares. 


On December 14, 1979, the Company issued 41,250 Convertible Preference Shares, Series A for a con- 
sideration of $825,000 cash. After December 31, 1980, a holder of Convertible Preference Shares, 
Series A may require the Company to redeem his shares on 180 days notice. The Convertible Preference 
Shares, Series A are convertible into Class A Shares of the Company on the basis of 5 5/7 Class A Shares 
for each Convertible Preference Share, Series A (i) at the option of the holder at any time up to 
December 31, 1982; (ii) at the option of the Company if at any time the Class A Shares of the Company 
are traded on The Toronto Stock Exchange at a price of $5.25 or more per share for 60 out of 90 
consecutive trading days; and (iii) on December 31, 1982. 

For every Convertible Preference Share, Series A subscribed for, the Company granted the purchaser 


a non-transferable option to acquire 55/7 Class A Shares at a price of $4.00 per Class A Share 
exercisable until December 31, 1982 provided that the Convertible Preference Shares, Series A held by 


the option holder have been converted. 
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(c) By Articles of Amalgamation dated December 31, 1979 (note 2(b)) the shares of Sentinel Holdings 
Limited not owned by the Company were converted into 81,361 Class A Shares and 81,361 Class B 
Shares. 


(d) Details of issued share capital of Class A Shares, Class B Shares and Common Shares are as follows: 


Common Class A Class B 


Shares Amount Shares Amount Shares Amount 


Balance, beginning of year 5,432,206 $6,983,144 — — — = 


Sale of shares, 
March 2991979 2. 900,000 2,025,000 — _ — = 


Reorganization by 
Articles of Amendment, 
June 22, 1979 


(see (a) above) eu... (6,332,206) (9,008,144) 3,166,103 $4,504,072 3,166,103 $4,504,072 
Conversion of shares of 

Sentinel Holdings 

Limited, December 31, 

1979i(see(c) above) a... = = 81,361 224,557 81,361 224,557 


Excess of stated value of 
Sentinel Holdings 
Limited shares 
exchanged over the 
value of shares issued on 
amalgamation (note 2).. — _ o 1,138,145 — 1,138,145 


Balanceyend of year $  — 3,247,464 $5,866,774 3,247,464 $5,866,774 


(e) Reserved 


Class A Shares were reserved as follows: 


Under the employecishare purchase pl ct er meeaeree teeter eee nee 150,000 
For conversion of the Convertible Preference Shares, Series A as described in (b) 
DOVE Gee Greta tans oie ree rts are ee ee ne reenter Uae eS Ra ane ten ne nn eae ere 235,714 
For the exercise of options granted to the holders of the Convertible Preference 
Shares, Series A exercisable at $4.00 per share as described in (b) above......... 235,714 
621,428 


11. Equity in net earnings of associated companies 


1979 1978 
Great.Notthern Pinancial Corpora tote t ery er efor ee terete ee ener $107,540 $ 28,139 
NDS Health Group Eimited Sansa «eer ere ere eer tnces nen ee eter eer nee -- 182,800 


$107,540 $210,939 
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12. 


13. 


14. 


15. 


16. 


17. 


Extraordinary items 


1979 1978 
Equity in extraordinary items of Great Northern Financial Corporation: 
Galmotba ConresOurce pTOpcl tics = nt eae een tena ene ne $ 25,942 $300,846 


Recovery of income taxes arising from application of prior years’ explora- 
HOMAanCdevelOpmenlexDclises Me ries a tan ime ent anya CONE Un eure. 20,714 — 


Write down of mining assets (net of deferred income taxes of $68,928)....... _ (74,672) 


wen eheenen ee) 6) i¢) -@ (4) 19) 1@) ©) 10) 4) 0:8) (e, (#76; 6. \e)ce)(@ice) 6, 0/6) 6) '@ 10) 0) @) 0.0 6) @ 18) \e 0! ¢)/6 © 0: se: 6) sje «(6 (0 6 00,16 © 6 


Earnings per share 


Earnings per share have been calculated based upon the weighted average of the number of shares outstand- 
ing during the period (1979 — 6,107,206; 1978 — 5,432,206). 


Remuneration of directors and senior officers 


The aggregate direct remuneration paid to directors and senior officers of the Company amounted to 
$181,424 in 1979 and $176,138 in 1978. 


A director and senior officer is indebted to the Company by reason of a loan for $80,000 made during the 
year to enable him to purchase a residence. The loan bears interest at 834°, per annum and the amount 
outstanding at December 31, 1979 was $79,654. 


Contingent liabilities 
(a) The Company is contingently liable for all the obligations of co-tenancies and partnerships in which 


it participates. However, against these contingent liabilities, the Company would have a claim upon the 
assets of the other co-tenants and partners. 


(b) The Company is obliged in certain circumstances to purchase an income debenture of an associated 
company, Great Northern Financial Corporation, in the amount of $1,500,000. 


Comparative figures 


Comparative figures for the year ended December 31, 1978 have been reclassified to conform with the 1979 
presentation. 


Subsequent event 

On March 31, 1980, the Company acquired all the outstanding shares of Heritage Life Assurance Company, 
Toronto for an amount of $14,016,855. Heritage is a federally chartered life insurance company which is 
licensed to write life, health and pension contracts in all provinces of Canada. The Company financed this 
acquisition with a loan from a Canadian financial institution. 
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The following is a summary of the balance sheet of Heritage Life Assurance Company as at December 31, 
1979 prepared in accordance with accounting practices appropriate to Canadian insurance companies: 


ASSETS 
Bonds and debentures (market value | 6039-100) eerste eee ee eee ee $18,791,838 
Mortgage loans tree. ce tee ace ere rare ete ee ee Ne ae a ere ees eee 3,673,360 
Gommercial paneriey cs cosas gle roe ee e  aaeeeeeee 1,083,061 
OES rye a atu SR SIPS I ot, he oer icra 3 Lucas Uebathcds Codi ABVCRRS fo PAS 64,596 
Accrued interest rica vt ordse sere for 5 aie rte OT eee eee MTR ate ne cee aes 492,373 
OUDEr aSSEtS Tae ere tetek ahotee Meee Ee tee REN er ate Tere aren Een eet eee gare 1,056,513 
$25,161,741 
LIABILITIES 
Actuarial liabilities for life insurance, health insurance and annuity contracts.......... Ne Ar PATA: 
AACCOUDLS Daye ble and accrucdex DenSeSs sem ars erro tee eee een ee te Lal 
Other'liabilitics Yee. roe co oe ne tae ern eee es ere on ne ene eee 13,669 
5,007 ou 
Reserve forinvestments. once: soe taps eRens tee ee cary ites keer eee eee 2,246,354 
Reserve for miscellancous assets et. sn ete enn as ere are 839,043 
3,085,397 
SHAREHOLDERS’ EQUITY 
Capital’ stock eecatcters ice fee tte cere ree re eR Pe iat te ee eee See were 1,000,000 
Capital contribution in excess of Patvaluceue ee ener en ee ree 24,476,413 
|B 2) Wey) werent gem rat Wh a Pachent aes et Pacem A tenia eee RT? PPI IN bicae StmuaS (6,407,828) 
19,068,585 
$25,161,741 


The market value of the bonds and debentures held by Heritage as at March 31, 1980 diminished a further 
$1,983,145. 


The following is a summary of the operating results for Heritage Life Assurance Company for the years ended 
December 31, 1979 and 1978 prepared in accordance with accounting practices appropriate to Canadian 
insurance companies: 


19791978 
INCOME Sree Oe ee rine ig ee es ae RR Ee an re $3,756,226 $3,524,553 
EXPCNSES rarsac oo50 toe eng ste ctor eeee tre Cee Te ee 4,853,953 4,520,103 
LOSS fOr year reeves thes ae tom net cic ee er a NO en ee $1,097,727 $ 995,550 
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1979 1978 1977 1976 1975 
YEAR-END POSITION (thousands except per share figures) 
ASSETS 
MaTKeta DICSeCUIILICS same mete 1) pyran ein $ 5,409 $7,047 $1,739 $2,340 $ 144 
BOrrrolloinyestinientSeaay te i ee ee 27,281 16,101 16,320 16,334 2576 
Loans, mortgages and accounts receivable...... 4,923 3,509 22302 593 oie 
IRcabestate Investinents men Tare ar eee 17,450 12,947 5,888 5,048 3,862 
Investment in other companies................ 1,791 1,287 2,284 1,640 14,371 
OUR ITS Bi cls Serine de RE eh a rant State nae NE a a 451 260 158 58 3 
57,305 41,151 28,691 26,013 Ali 
LIABILITIES 
BankeincdeDicdhessa wae ee eee ee eee 16,859 7139 2,340 1,828 4,062 
Loans, notes and accounts payable............. 3,905 1,834 fh 455 1,016 
INI OTL aD eS tre r ta te irdeto ned 8,942 8,780 3,973 3,378 3,302 
INHNOTIty tiLereSt mene ser) ee ere ee 10,026 9,388 9,000 — — 
Incomedepcnture sya eee eee eee — — = 5,700 — 
Delerredtaxcsnmmne tres ere eh an Owe eee -- — — 684 — 
39,732 27,141 16,084 12,045 8,380 
SHAREHOLDERS’ EQUITY 
ARLEN AG eter tnd peu ae eee ae ea $17,573 $14,010 $12,607 $13,968 $12,791 
Per share dere. eat ae teak Mark che een fee. S255 eee 20 2 2 lo ene Oe 
RESULTS FOR YEAR (thousands except per share figures) 
Income 
Snel e.g OA ole oe = ee eee A $ 1,689 $ 1,051 3 Oo es er Ood po 
lvpetestanc cdrvidendsvma ttt are ie ro ane 2,736 1,584 1,096 290 2 
Gaimiloss jon sale OLsecuriticg. sata yee 1,153 1,145 108 48 (52) 
ODererer re ier ttn: Paes eine oe 357 48 318 13 105 
5,935 3,828 2,314 984 649 
Expenses 
IBEODEELVaO DCL ALU S ae eernen eerie rite tare oncr tie e 355 389 317 247 236 
INtCLES emer pete ears Cen per tates 2,776 VOL 800 682 129 
Gencraband administrativess se eee 1,163 714 502 162 102 
IDEDECCIALLOU eae eeea Narn ence mire ta ara ea 190 97 ih of 50 
4,484 pea) 1,690 nly Pg, 
Imcomenaxes=* deferred a rere. tam Pan sae acct te — o (116) (245) 
IVITITOLILY RI LCLOSU etn eeen een Renae ote ena Ae 761 506 187 — = 
Equity in net earnings (loss) of associated companies. 107 aul 232 (316) 826 
Earnings (loss) before extraordinary items.......... $ 797 $1,316 $ 666 $ (328) $ 603 
PELSNALC emer NMA ee nets Aevtacte ee munis withie tis S13 ee ee $ = C05) 9 a5 208 
INGE Aral DO Ssmem tee Mena Src acer are a ee aia e os $ 841 $1,539  $ 1,350 $ 2,487 $ 364 
PEC Sal CmmmN ety metee te oitra oot ante rece cho tes oss Se 4 pee he 4 | eerie os Ate) 
SHAREHOLDERS’ STATISTICS 
Shares outstanding 
IW elalted avcla Ce amin rstaey. eerie sth yer. 6,107,206 5,432,206 6,498,873 7,032,206 7,036,806 
NU VCAT-<CULGcr Wane Wie ray ieee satis eagioe tae 6,494,928 5,432,206 5,432,206 7,032,206 7,036,806 
Approximate number of registered shareholders. 1,700 530 530 540 540 
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